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Dear Applicant:

Your applisation for sxemption fyom Jedersl ineome tax undexr section
501(e) (3) of the Intsrmal Revenue Code has besn ecomsidered.

- Your Avtisles of Ingorporaticn provide thit you aze"...ovganised and
opexated u:lutnly foxr aducational, litexary, snd other now-profit
PUXPpOSes, « o

Your Vy-Laws provide thut your purposes shall inglude the furmishing of
e2udio spase o B bers, whers t a8y creste their art products, tessh
classus, attend workshops and it their produstes. Membership is

open to all persous upon epplication m . approval of the Board of Direstors.
The board shall estaclish duas chazge’ those using the studic epase and
hanging enwd displsy facilities snd may adjust snid dues at their discretion
for the welfare of the Gallery. The board may establish "patvon” clase

of mambership for those who 4o not require studio space nor display
services, Yurtharmore, the hoard may establish vorious membexship
classifications with appropriste dues and fess at ita disaretion.

Statemente furnished in support of the applisation shew th.. you plam to
offer vernlar art classes to the pubdlis. Tuitiom wil) be charged for
these art classes. )N.uthly studio memdership dues are S, Gallery
nosmiseion en sales 1o [%, and other fees have yet to be estadlished.
Studic epacs 48 limited to members, gallery spase is available fivst te
wnembers snd them othare, art classes are availadlo to ths general pudlis,
and the gallexy is open free to the publis,

Receipts for the period ended NG (', «re not
set out in detail as to sourss. Newaver, budgets for the periode emding
]

, ehov anticipated resefpsa of ¢l from studio spese
dues, and $J] fron gallery feas.
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destion 301(a) of cha Code dosawiden sexta’n orgpanisatious cemspt from
Peleral imgome tax under sectiom 30L(n) and vesds, in gpewt, a0 follows:

"{3) Coxporations, #*¢ fend, eu fouméstisa, orsumined swi
z.w-m enalusively for raliglous, wharitadls, selemgifin.
1iterary, or séucatiomnl pusyossme, oz to fester miiisoel
or internationsl sangesx gpeuts cospetition (but omly 1f no
part of (rs activitias involved tha provisieze of athlatiu
faailigias or equipment), cr for the proventiom of crwainy s
shildwen or animale, no pert of tha nat catnings whinh faeras
te tha “emefit of any privata sheawedwidax ox Andivedwnd, we
smbstamtinl part of the it -itiss of vhigh (s Barxytug en
prapagonda, or othervise attigy ling, to influemee lagisletish
(emeept 2e othervise provided (a subssstion (%)), and whish
does mot pertisipage u.wumumamm
poblishing or distrideting of stw ‘\umate), eny taal
campaign ou bebalf of amy emmdidets for publis offise,”

Saation 1,501(s) (3)-1 of the xegulatiens pfevides, in part, se fellowe:

"(a) {(1)In ordar to Vo amenpt 44 32 etpmminatim deo—fibed in
seagion 301(e)(Y), e orpmhlsitics mwet be Yotk of penisal and
optasted enclusively for omm oxr wore of Che purpoees spesificd

in sueh suation. If on orgmivation fails to meat sisher

the owganfsacional tast or the opeistiossl test, 1t is net exwapt.”

"(a) (1)The to¥m "emewpt psrposa or purposes,” sz used ta T3
sastion, MSals sny purpsde OF purposves speaified ia seagice
301{s){3), s defined and alaborsted in peragreph (4) of \his
ot ion,

»(b) (1) (1)An orgentine~ton & gxyssisad ewzlseivaly for oxg or
woxe emempt purpoade emly 1! fts arvielse of organisatiom
{refesred to in this seftisn an its "avtielee™) as Safined in
seoparagraph (2) eof thin parvagreph:

(s)Lim tha purposes of nush evgmaisation to ome
OT WO 8 exempt PUTPOSen] and

(bIDe nor expresaly EGapowey the organ.eatise te

engage, otherwisa than as san fasebetantis)l part of ite
activirian, tn activities whish 1n *hemcelves ere nor in
furthera e of one OF WOFE GRAUNE UEpOnes,



"(b) (1) (11 JAn orgarisation is wot arganisred smelssively for
ona of WMoYa ametpt purposes If ite artisles expressly emgover
1t to erxfxy on, othurwisa then a» en insubetential part of its
astivities, activitlas whish are mot iz furtherange of one or
BOTe emenpt purposes, even Choegh sush orga.udsation s, »y the
tarms of sugh articles, creatsd for a purpose tist is no

yeeder them the puryoses spesifisd tn ssstiow 301(e)(3).
1y W

“{a) (1)Primary activitiss. An organisstion wilil be regarded
as "opuxuted exclasively'’ for ome ov weTe amegp: purpoage culy
12 1t engage: primarily 1a eetivigies whieh eduemplish owms or
nove of such emempt purposes apesifiad im sestisn 301(e) (3).
An organisstion will nut be ac rigarded if mova tham em
insubatantisl part of (ts sstivitiss is met fu furthersnse cf
an sxmmpt purpoee.”

"(8)(2)Diatribution of ssruings. Aa orgsnizetion 18 net
operated exslusively fixr one or woxe ewsmpt purposes 1f fts

nat earmings inure in whole or ia part te the benslis of
private shareholders or individuals.”

“"(d)(1)(11) am orgsunizatice 1is net erganiand or uperated
extalusively for one or nore of the purposes epesified in
subdiviation (1) of this subparagraph wnlese (& serves & pudl.s
tathar then a privete ‘atorest. Thue, to meet the reywirament
of this subdivisica. it {s nmessary for «n organisation se
establish that it 1s sot owgamised or operatad fwr the bdemaefit
of private interests sudh us designated indtividecals, the
creator or his family, elmreholders of ghe orghamisation, ox
persons sontrollad, d‘reatly or indiveetly, by sweh privates
torarants.”

a) (1) Am organisation may meet he vequiremgmts of sectiom 301(c){(3)
although it operates s trada of Dusiness o8 & subetantisl part of ite
astivitise, {f tha spexrstic of sueh teeée ov einwse 13 (n furthecanas
of the organization’'s aapt parpess end 1! the ovgenisation (s nec
orgsnized and operated for ths primavy puxposs of eaxvying ow &
unrelated trade or husinegs. 41 oxgamisation whish is oxganised sad
cparated [Hv the primary purposi of carrying om an wmrelated trede ox
husinese 1a not axemp. snder sedtion ”‘(C) (3).

lavenuae ituling KA 1IR, 1766-1 Cumaiative Bullatin 138, helds that a nonprofit
organiaation created ro iosvar snd dovelep tha arts by spomseriag » peblie
art exhilitt ar which rha worka of dnknewa bet preaising astists ave

malacted b a pansl 7 qual il {ad judges for viswiag spd awe gratuitously



dy

displayed 1is exespt from Fedaral ifscome tax under sectiom 501(e)(3).
The orgraisstiomn does wot charge the artist any fees for the privilaege
of maving their works displayed, Nor doss tha organisation sell or
offer sthe dicplayed works for salas.

Revemwe Rmling 71~393, 1971-2 Cwmmlative Bullatis 273, holds that a
cooperative art gallery forued amd operated by a group of artiste for

the purpose of amhiditing amd selling their works deee net qualify for
. exempticn wader sestiom 301(a) (3). Tha gallcry was formed smd is

oparatad by a group of artists for the purpeses of whiditing end selling
their works. Additienal artists are admitted te mexbexship by appruval

of the snis\ing members. The gallaxy 1s open to the pudlie esd ne sdminsien
is chatged, The gallery retains o commissisn from seles sed restsl
‘msffialent to cover the sost of operatimg the gallery. Aay defisfte

that cecexr are eovered by special asscsamiuts ¢f the manbers. The

gallery in this ctma 1s wmgaged in ‘" eving and selling culy the wouks of
its own wembere and 1s a vehisle for premotiag the sals of their work.

It sexves the jrivate purpooes of 1ite mesbare, evem thergh the exhibition
and sale of paintings may be so edugatisusl ccgivity in ot reepests.
Revenue Ruling 76-132, 1976-1 Cummlative Bulleginm 131, holda that an
oryanisation formed by art pstroms to exhibit and sell art werks eof

local axtiste, retaining & commiscion om sales leis than oustomary

chargas sad mot suffisiont to covexr the ceet of opexstion of the p. Ty,
does wot qualify for swemption wader sectiom 301(2)(3) of the Code. Th
srganisation selests modarn axrt wrths 9f loeal artists for exhibit at

its gallexy and for possibls sals. The galiery is open to the gemeral
publia. The orgamisstion Fetsins & tem per-cemt acamission en selse.

The commis-isus aFe sudetamtially less tham sustomary eomuergial ahargas
and axe wot suf{fisient tc resovex the agost of opesating t(he gallery. In
this ecase, the artiste are being direatly bemaf<tad by the exhibition

and sele of their worke. Sisss ainety pesesat of all walas pracesds axe
tutned over to the isdivideal artists, sush 4. sect Denafity axre svbetantial
by sy messure i ths evpmmisatisn's provision of thes cummet be disniseed
es baisg werely imsidemtal te ite othes perposcs sad activitias.

You are mot organised emclusively feor puypoees specified in cadtion
$01(c) (3) of the Code. A signifiamng pertion of you: estivity 1is
providing, for a fee, spsce for your memhexs to eaxeate and display thatir
art worka. You establiated a I dosmiseion on sales of the art works
display in your gallery by your membaxe. and have provided for additiomal
ravenua, {{ needad, t9 he antaklished by your bosrd at ice discretiom.

Accordingly, eince you sre not orgpamised emtlunivaly fexr purposes spaeified
in waction %01(e)(3) of the Tode and axe epexated fexr the damefit of 'rivate
rathar than pubdlic intarests, ve somsliwde that you 40 met qualify for
exenption undar section 501(e)(3) of tha Coda and ure, therefnte, required
t> le {ir.a tax rerurns om Fform 1120,
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